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Comprehensive Approach to Budgeting

(1) Strategic planning Steering wheel

(2) Human capital (HC) Engine

(3) Goal Setting Dashboard
gauges
(4) Total compensation PR

support



(1) Strategic Planning
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(2) Human Capital

o Employees bring more to the workplace
Basic knowledge, skills and abilities
Life experiences

Workplace insight that go beyond job duties,
having implications for overall operation

o Employee Factors

Correctional facilities (budgeting tightening and
resource reductions)

0 Communication channel through strategic
approach



(2) Goal Setting

O Scorecard method
Financial goals
Customer (or stakeholder) goals
Operational goals
Learning and growth goals

o Goal Parameters
Trickle down approach
Comparability of the pilot measure

o Balanced Goal
Outside-in goals
Inside-out goals



(4) Total Rewards

o Compensation plus benefit
Salary increase

o Use total rewards to reinforce
institutional goal
Star performers public recognition
Token programs — gift certificates, time ott
Development opportunities



More Discussion of Human Capital-
Origin of Human Capital Concept

o Adam Smith defined four types of fixed capital
1) useful machines, instruments of the trade;
2) buildings as the means of procuring revenue;
3) improvements of land and
4) human capital

0 Human Capital

The acquired and useful abilities of all the inhabitants or
members

The acquisition of such talents, by the maintenance of the
acquirer during his education, study, or apprenticeship

Always costs a real expense, which is a capital fixed and realized,
as it were, in his person

o In short, Smith saw human capital as skills, dexterity
(physical, intellectual, psychological, etc) and judgment.


http://en.wikipedia.org/wiki/Adam_Smith

Measurement of Human Capital

HR Programs

Possible Measurements

Traiming Programs

FProductivity, sales, quality, time,
costs, customer satistaction, turmowver,
absentesism, emploves satistaction.

Compensation
Frograms

Labor costs, tumover, absentesism
Cpay for performancea.

MModified wWorls
Structures

FProductivity, guality, customer (fteams,
project committeas, etc. ) satisfaction.

FRecruitimng Programs

Cost-per-hire, time-to-fill ratios,
vield-# of candidates recruited (=2.g.,
average ad draws 100 responses
resultimg im one good candidate;
oUtstanding ad draws 250 responsas
and results in five to seven top-notch
hires as a result),

Total Duality
Marmagerment

Cefects, rework, response time.,

Emploves Support
Frograms

Abhsentesism, emploves satistaction,
emplovese referrals, productivity,

HUMAN CAPITAL MEASUREMENT. PARTNERING WITH FINANCE AND LINE MANAGERS

By John Dooney, Manager, Strategic Research, June 2005




3 Dimensions of the Metric of HC

o Individual’s Role
The person’s predominant, overarching style or approach

o Flexibility

Can your human capital do what is required or demanded in a
relaxed and effective manner, even under stress?

Are they too rigid and fixed on “one and only” way of
approaching a work situation, regardless of the demands of the
project?

Are they so burdened with internal conflict that they seem to
behave randomly most of the time?

o Level of Endorsement
How empowered someone is by circumstances.

Endorsement can be imposed externally, by necessity, to meet the
demands of the organization.

It can be internally driven, subjectively experienced as the “real
me’—or it can feel like a mission.

9
Source: APPROACHING A METRIC OF HUMAN CAPITAL SYNERGY, By Dr. Janice Presser



Human Capital Decision Hierarchy

Human Capital Decision Hierarchy

Organization-
wide objectives

-

Dperational measures for
the department or function
that contribute to the
organization-wide objectives

-

Employvee performance measures that
directly impact the operational measures

-

HR strategies, programs, activities that directly impact
the employee behaviors that drive operational results

M iy

HUMAN CAPITAL MEASUREMENT: PARTNERING WITH FINANCE AND LINE MANAGIERS
By John Dooney, Manager, Strategic Research, June 2005



Supporting HR Evolution w/HC Data

High

Business
Impace

Lo

Service Provider

4

HR builds data repesitories and
pravides information to support
the fine as raquestad,

Business Enabler

e

HR provides tools and services

that enable reaktime, consstent

support to fine customers and,

thus, increases the overall

efficiency of the arganization.

* Provide Multidimensional,
Automated Human Capital

* Respond to Ad Hee Requestw Re
ports

for Data and Information

* Prepare Unidimensicnal
Reports of Past Performance

* Maintain Databases That
Capture Hurran Capital
Histary

* Ensure Consistency of
Measurement Across the
Organization

* Support Data Self-Service
Within and Qutside of HR

Business Partner

HR educates the organization
regarding the impact of human

capital on overall business
performance and identifies

apportunities for improvement, ’

* |dentify Problematic Human
Capital Trends

* Define the Opportunicy
Associated with Hurman
Capital Interventions

* Educate the Organization
About Human Capital Trends

Business Driver

(ghsa 17

HR consuits with the fne,
providing divection for how the
talent within the organization is
best managed and leveraged to
drive business success,

* Define Hurman Capital
Drivers of Organization
Success

* Model Impact of Human
Capital Interventions on
Organization Geals

* Prowvide Human Capital
Perspective in Stracegic
Planning

Required Sophistication
of Measurement Capability

Current

Time

Future
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Uses of Human Capital Measurement

Recurring Projects Ad Hoc Projects Foundational Knowledge
For projects or decisions that will For projects that do not recur on a Human capital measurement is also
recur on a regular basis, data can be regular basis, either large or small, useful in developing foundational
incorporated into the decision-making an end-to-end analytic process can be understanding of the workforce and of
process steps. employed. HR’s impact, to better serve as strategic
business partners to the line on an
ongoing basis.
Define Topic for Analysis N -
'——\_____ _'_'_,__:—'—' Ir_ll.______________________ i E
Collect | I HF Pracess Qutcomes i
Relevant Data Define Scope of b
Final Deliverable | HR Process Characteristics Pl
— | | Employee Behaviors b i
| Employes Preferences E
Implement Perform Outline Hypotheses Workforee Com position i

and Monitor Analysis T ] i

Investigate Hypotheses
and Form Insights

Decision/ T ]

o | 3. [ty
A

Policy-Setting *'EJ __
Meeting Communicate Results — -
—'-_._‘_\_\_\__\_\__\_\_\_\____‘_'_'_‘_'_‘_'_,_.—-—'—'_ B
Define Action Steps
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Appendix

o0 Adam Smith defined four types of fixed capital (which is characterized as that
which affords a revenue or profit without circulating or changin% masters). The
four types were: 1) useful machines, instruments of the trade; 2) buildings as the
means of procuring revenue; 3) improvements of land and 4) human capital.

o “Fourthly, of the acquired and useful abilities of all the inhabitants or members
of the society. The acquisition of such talents, by the maintenance of the acquirer
during his education, study, or apprenticeship, always costs a real expense,
which is a capital fixed and realized, as it were, in his person. Those talents, as
they make a part of his fortune, so do they likewise that of the society to which
he elonﬁs. e improved dexterity of a workman may be considered in the
same light as a mac}iline or instrument of trade which facilitates and abridges
lab(%ur, and which, though it costs a certain expense, repays that expense with a
profit.”

o0 Therefore, human capital (as defined by Smith) and the productive power of
labour are both dependent on the division of labour — The greatest improvement in
the productive llaowers of labour, and the greater part of the skill, dexterity, and
judgement with which it is any where directed, or applied, seem to have been the effects
of the division of labour. There is a complex relationship between the division of
labour and human capital.

O Inshort, Smith saw human capital as skills, dexterity (physical, intellectual,
psychological, etc) and judgment.
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http://en.wikipedia.org/wiki/Adam_Smith
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Quiz Questions Name:

o List two items (out of four) in comprehensive
approach to budgeting

O Describe one measure and one application of
Human Capital.

o List one total rewards approach that can help to
achieve strategic goals

15



